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1.0  INTRODUCTION 


1.1  PREFACE 

Modern  day  democratic  government  mandates  require  that  an  adequate  level  of 
services  and  infrastructure  be  provided  to  its  citizens.  Further,  in  order  to 
provide  these  amenities,  it  has  been  recognized  that  challenging  jobs  created 
by  a  diverse  economy,  composed  of  growing  companies  in  an  expanding  market, 
provide  the  opportunity  for  governments  to  levy  taxes  which  pay  for  the 
services  and  infrastructure  desired  by  ratepayers.  It  is  in  this  context  that 
both  government  and  industry  seek  to  find  a  balance  between  the  level  of 
services  versus  the  need  to  keep  taxes  down  to  an  affordable  level.  Industry's 
desire  is  to  have  taxes  of  a  nature  and  level  so  that  they  can  be  competitive 
nationally  and  internationally.  The  Local  Authorities'  desire  is  to  keep  taxes 
as  low  as  possible  while  providing  an  adequate  level  of  services. 

In  its  role  of  province  building,  the  Government  of  Alberta  is  desirous  that 
its  policies  create  a  business  climate  that  makes  Alberta  an  attractive  place 
for  industry  to  invest.  Both  the  Province  and  Local  Authorities  have  a  mutual 
goal  of  industrial  diversification  to  ensure  more  stable  economic  growth  and 
development.  Profitable  opportunities  depend  on  vibrant  communities  with 
competitive  cost  structures,  including  taxes. 

In  seeking  to  fulfil  their  role  of  providing  an  adequate  level  of  services, 
Local  Authorities  strive  to  ensure  fairness,  equity,  and  balance  when  applying 
various  forms  of  taxation.  Ability  to  pay  and  to  be  competitive  are  important 
industry  considerations.  Taxes  plus  other  costs  of  doing  business  complete 
this  equation  that  determines  the  balance  between  competitiveness  and 
profitability  of  industry  and  the  economic  development  prospects  of  Local 
Authorities  and  the  level  of  services  desired  by  the  citizens  of 
municipal  ities. 

While  the  Local  Authorities  would  like  to  have  investigated  all  aspects  of 
costs  of  production  for  industry,  this  would  have  been  a  large  undertaking 
outside  of  the  mandate  established  by  the  Ministers.  The  Task  Force  undertook 
an  interprovincial  comparison  of  total  corporate  taxes  (including  income  and 
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capital  tax,  sales  tax,  payroll  taxes,  and  property  taxes)  paid  on  selected 
industrial  properties. 

Comparisons  were  made  in  the  analysis  on  two  types  of  investments/properties  in 
British  Columbia,  Alberta,  Ontario,  and  Quebec.  The  Technical  Report  contains 
the  detailed  analysis  of  these  comparisons  along  with  information  on 
interprovincial  comparisons  of  corporate,  business,  local  property,  school,  and 
municipal  taxes.  Other  comparisons  were  made  including  levels  of  education 
costs,  and  assessment  practices. 

This  volume  (Volume  I)  covers  the  key  findings  of  the  work  program,  a  review  of 
issues  considered  by  the  Task  Force,  and  their  findings,  resolutions,  and 
recommendations.  Volume  II,  the  Technical  Report,  contains  the  data  and 
findings  resulting  from  the  Issue  Guidelines  provided  to  the  Working  Group  by 
the  Task  Force. 

Given  the  make-up  of  the  Task  Force,  it  is  understandable  that  the  membership 
had  difficulty  in  reaching  agreement  on  all  issues.  Whether  a  consensus  was 
reached  or  not,  the  members  have  endeavoured  to  present  the  issues  in  a  concise 
and  factual  manner  that  will  be  useful  to  the  Ministers. 

As  Chairman,  I  would  like  to  "THANK"  the  members  of  the  Task  Force  and  the 
members  of  the  Working  Group  for  the  many  days  devoted  to  the  numerous  and 
complex  issues. 


Clarence  J.  Roth 
Chairman, 

Industrial  Property  Taxation  Task  Force 

Deputy  Minister,  Policy  and  Planning 
Alberta  Economic  Development  &  Trade 
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1.2  BACKGROUND 


On  April  30,  1987,  the  Ministers  of  Economic  Development  &  Trade;  Municipal 
Affairs;  and  Education  issued  a  press  release  announcing  the  formation  of  the 
Industrial  Property  Taxation  Task  Force  (Appendix  I).  This  Task  Force  was 
established  in  response  to  the  belief  by  some  industries  that  current  property 
assessment  and  taxation  practices  in  Alberta  affect  their  overall 
competitiveness  in  relation  to  other  provinces.  More  specifically,  industry's 
concerns  related  to  the  machinery  and  equipment  tax  and  its  impact  on  Alberta 
firms  with  high  levels  of  investment  in  manufacturing  and  processing  equipment. 

The  joint  industry-government  Task  Force  was  given  a  mandate  to  examine  the 
total  tax  exposure  on  industries  in  Alberta  relative  to  other  provinces. 
Specific  matters  to  be  addressed  by  the  Task  Force,  as  outlined  in  the  Terms  of 
Reference,  included: 

0  any  issues/problems  relevant  to  industrial  property  assessment  and  taxation; 
0  municipal  and  school  concerns  as  they  relate  to  property  taxation  issues; 
0  Alberta  property  tax  history; 

0  examination    of    property    taxes    and    equivalent    levies  on  capital  assets  in 
other  provinces;  and 

0  other   taxes    on    industries  in  Alberta  relative  to  other  provinces,  including 
corporate  income  taxes,  sales/commodity  taxes,  and  payroll  taxes. 

As  part  of  the  Terms  of  Reference,  the  Task  Force  was  also  asked  to  review 
alternative  solutions  to  identified  problems,  including  impacts,  and  note  areas 
of  agreement  and  disagreement.  Finally,  a  written  report  was  to  be  submitted 
to  the  Ministers.  A  copy  of  the  Task  Force  Mandate  and  Terms  of  Reference  is 
presented  in  Appendix  II. 

A  total  of  fourteen  representatives  from  the  local  government  authorities, 
industry,  and  provincial  government  were  appointed  to  the  Task  Force.  These 
included: 
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0  Clarence  J.  Roth,  Chairman,  Deputy  Minister  of  Economic  Development  &  Trade; 
0  Ted    Grimm,    Mayor,    City    of   Medicine    Hat,    representing    the  Alberta  Urban 

Municipalities  Association; 
0  Gordon    Miller,    Reeve,    County    of   Minburn    #27,    representing    the  Alberta 

Association  of  Municipal  Districts  and  Counties; 
0  Bill    Mahon,    Past    President,    Improvement    Districts  Association  of  Alberta, 

representing  the  I.D.A.A.; 
0  Elaine    Jones,    Trustee,    Edmonton    Public    Schools,    representing  the  Alberta 

School    Trustees    Association;    and    Sandra  Weidner,  President,  Alberta  School 

Trustees  Association; 
0  Allan     C.     Oliver,    Chairman,    Tax    Committee,    Fort    Saskatchewan  Regional 

Industrial  Association; 
0  Doug    Cattran,  Manager,  Western  Canada  Division,  Dow  Chemical  Canada  Inc.,  and 

Industry  Chairman; 

0  Carmine  Falcone,  Vice  President  -  Western  Complex,  Shell  Canada  Products; 

0  Serge     Rand,    Manager,    Central    Accounting    Services,    Nova    Corporation  of 

Alberta,  and  Industry  Coordinator; 
0  Rene  Gagne,  Assistant  Deputy  Minister,  Alberta  Municipal  Affairs; 
0  Brian  Fennell,  Director,  Finance  and  Support  Services,  Alberta  Education; 
0  Doug    Does,    Secretary;    Senior  Director,  Industry  Development  Branch,  Alberta 

Economic  Development  &  Trade;  and 
0  Duane    Pyear,    Chairman    of   the    Working    Group,    Acting  Director,  Industrial 

Policy,  Alberta  Economic  Development  &  Trade. 

Observers: 

0  Al    Brennan,    Executive   Officer,    Forest  Industry  Development  Branch,  Alberta 

Forestry,  Lands  &  Wildlife; 
0  Grant  Robertson,  Acting  Director,  Tax  Policy,  Alberta  Treasury;  and 
0  Doug    Burrows,    former  Commissioner  City  of  Edmonton,  Consultant,  representing 

industry. 

0  Tom  Robert,  Property  Tax  Advisor,  Imperial  Oil  Ltd. 
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1.3     WORK  PROGRAM 

To  assist  in  carrying  out  its  mandate,  a  Working  Group  was  appointed  by  the 
Task  Force  to  provide  factual  information  and  analysis  on  the  relevant  issues 
relating  to  industrial  property  taxation.  List  of  representatives  to  the 
Working  Group  is  presented  in  Appendix  III. 

The  Task  Force  developed  a  set  of  Issues  Guidelines  (Appendix  IV)  to  provide 
specific  direction  to  the  Working  Group  in  conducting  their  research  and 
analysis. 

The  work  program  of  the  Working  Group  consisted  of: 

0  compiling     and     analysing     intermunicipal     data    on    taxation,  assessment 

practices,  and  municipal  finance  within  Alberta; 
0  conducting    an    interprovincial    survey  of  property  taxes  on  actual  industrial 

plants  (refinery,  warehouse); 
0  conducting    an    interprovincial    survey  of  municipal  services  responsibilities 

and  level  of  provincial  grants/transfers; 
0  meeting  with  assessment  specialists  from  British  Columbia  and  Ontario; 
0  retaining    Conference    Board    of   Canada    as    a    consultant    to   do  a  detailed 

analysis  of  interprovincial  tax  competitiveness; 
0  comparing  education  costs  and  sources  of  funding  across  Canada;  and 
0  preparing  a  written  "Technical  Report"  to  the  Task  Force. 

The  efforts  of  the  Working  Group  were  greatly  assisted  by  the  contribution  made 
by  Alberta  Municipal  Affairs,  both  in  terms  of  responding  to  information 
requests,  and  providing  manpower  resources  to  assist  members  of  the  Working 
Group  in  analysing  the  data.  Alberta  Education  also  made  a  valuable 
contribution  to  the  Working  Group  in  terms  of  providing  financial  data  on  local 
school  boards,  as  well  as  compiling  information  on  education  expenditure 
comparisons  by  province. 
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The  Task  Force  met  on  a  periodic  basis  to  review  the  progress  of  the  Working 
Group  and  to  provide  additional  direction  where  required. 

A  number  of  reports  and  documents  which  were  prepared  by  various  interest 
groups  are  listed  in  Appendix  V  of  this  report.  While  these  documents  were 
available  as  reference  material,  the  Working  Group  relied  on  independent 
sources  such  as  provincial  government  departments  and  local  government 
authorities,  for  their  data  collection  and  analyses. 

The  Conference  Board  of  Canada  was  also  retained  as  a  consultant  to  undertake  a 
detailed  analysis  of  relative  competitiveness  of  the  corporate  tax  systems  in 
Alberta,  Ontario,  Quebec,  and  British  Columbia. 

The  Task  Force  findings  and  resolutions  were  based  on  the  technical  information 
and  analyses  provided  by  the  Working  Group.  Where  there  was  no  consensus  among 
the  Task  Force  members,  the  issues  were  identified  in  a  concise  and  factual 
manner,  outlining  the  differing  views  and  positions  within  the  Task  Force. 
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1.4     ORGANIZATION  OF  REPORT 

Volume  I  of  the  report  presents  the  results  of  the  deliberations  of  the  Task 
Force  and  the  positions  of  the  representatives  as  they  relate  to  the  various 
issues/problems  associated  with  the  industrial  property  tax  system  in  Alberta. 

Volume  II,  referred  to  as  the  "Technical  Report",  provides  an  information  base 
and  analyses  of  the  key  issues/problems  identified  by  the  Task  Force.  The 
Technical  Report  includes  comparative  tax  data  from  other  provinces,  as  well  as 
a  review  of  the  provincial  property  tax  systems,  other  corporate  tax  levies  in 
Alberta,  and  other  selected  provinces  across  Canada.  The  Study  by  the 
Conference  Board  of  Canada  is  included  as  an  appendix  to  this  report. 
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GLOSSARY  OF  TERMS/DEFINITIONS 

AAMD&C  -  Alberta  Association  of  Municipal  Districts  and  Counties 

ASIA     -  Alberta  School  Trustees  Association 

AUMA     -  Alberta  Urban  Municipalities  Association 

IDAA     -  Improvement  Districts  Association  of  Alberta 


M&E:  machinery  and  equipment  used  for  the  purposes  of  manufacturing  and 
processing 

SFPF  -  School  Foundation  Program  Fund:  provides  the  financial  foundation 
for  instruction,  transportation,  buildings  and  equipment  for  public  and 
separate  school  boards.  The  province  obtains  funds  for  this  program  primarily 
from  general  revenues,  but  also  through  a  uniform  province-wide  levy  on 
non-residential  property. 

SSR  -  School  Supplementary  Requisition:  under  the  School  Act,  a  school 
board  has  the  authority  to  requisition  an  amount  of  local  property  taxes  to 
supplement  grant  revenues  from  the  provincial  government. 
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2.0     PROPERTY  ASSESSMENT  AND  TAXATION  ISSUES 


2.1     ASSESSMENT  PRACTICES 

2.1.1  ISSUE:    ASSESSMENT  FUNCTION 


Background 


The  legislation  and  regulations  regarding  assessment  are  set  out  by  the 
provincial  government.  The  assessment  roll  and  the  function  in  which  it  is 
carried  out  are  the  responsibility  of  the  individual  municipalities. 

There  are  several  options  a  municipality  may  employ  regarding  who  shall  perform 
the  assessment  function  (the  Municipal  Taxation  Act  does  not  specify  that  the 
assessor  be  an  accredited  municipal  assessor  of  Alberta).  Most  municipalities 
use  assessors  employed  by  the  provincial  government  (Municipal  Affairs), 
however;  a  number  of  municipalities  employ  their  own  assessors  on  a  full-time 
basis  or  use  contract  assessors  to  perform  the  assessment  function. 

The  Alberta  Government  has  granted  considerable  autonomy  to  municipalities  in 
determining  their  property  assessment.  The  assessment  rules  and  procedures 
which  apply  in  a  municipality  are  those  in  effect  in  the  base  year  of  the 
municipality's  general  assessment.  Council  decides  when  to  complete  a  general 
assessment  and  how  long  to  retain  that  assessment,  provided  it  doesn't  exceed 
eight  years.  As  a  consequence  of  the  different  assessment  years  in  place, 
assessment  policy  and  procedures  can  vary  between  municipalities.  This  can 
lead  to  discrepancies  in  assessment  values  for  similar  properties  (located  in 
separate  municipalities)  which  is  one  factor  causing  significant  differences  in 
property  tax  levels  across  the  province. 

Note:  Refer    to    Section    4.2.1.    of    the    Technical    Report    for  further 
details. 


Task  Force  Position 


There  was  general  agreement  among  Task  Force  members  that  more  frequent, 
general  assessments  (moving  toward  annual)  be  carried  out  throughout  the 
province. 


Industry  Position 


To  minimize  the  existing  differences  in  the  application  of  assessment  practices 
and  procedures,  Industry  recommends  that: 
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0  General  assessments  be  conducted  on  an  annual  basis  in  order  to  keep 
assessments  more  current  with  changes  in  market  values  and  changes  in 
assessment  policy.  Municipal  Affairs  should  also  expand  its  efforts  to 
computerize  municipal  assessment  to  facilitate  annual  general  assessments. 

0  An  independent  assessment  authority  be  established  to  be  responsible  for 
controlling  and  financing  the  assessment  function.  A  major  role  of  this 
authority  should  be  one  of  improving  assessment  standards  and  ensuring  that 
assessment  practices  are  uniform  and  consistent.  The  assessment  authority 
should  also  include  representatives  from  industry  and  local  governments. 


Local  Authorities  Position 


The  Local  Authorities  recommend  that: 

0  The  matter  of  Alberta  property  assessment,  its  policies,  procedures,  and 
applications  be  analysed  through  a  comprehensive  study  process  which  is 
outlined  in  further  detail  in  section  4.0  of  this  report  -  General 
Comments/Recommendati  ons 


I 

I 
a 
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2.1.2  ISSUE:    OBSOLESCENCE  FOR  INDUSTRIAL  PLANTS 


Background 


Economic  obsolescence  is  a  form  of  depreciation  that  must  be  given 
consideration  by  the  assessor  in  the  preparation  of  assessment. 

Economic  obsolescence  is  traditionally  defined  as  the  loss  in  value  arising 
from  diminished  utility  due  to  causes  external  to  the  property.  However,  when 
dealing  with  industrial  properties,  determining  the  dollar  value  of  economic 
obsolescence  becomes  much  more  complex,  and  often  very  subjective,  given  that 
industrial  properties  do  not  sell  regularly  on  the  marketplace. 

Note:    Refer  to  Section  4.2.3.  of  the  Technical  Report  for  further  details. 


Task  Force  Position 


The  principles  for  establishing  obsolescence  should  be  more  clearly 
defined,  and  referred  to  in  decisions  at  all  levels  of  authority,  including 
assessment  appeals. 


Industry  Position 

Industry  recommends  that: 

0  Economic/functional  obsolescence  must  be  fully  recognized  on  industrial 
plants  when  establishing  taxable  assessments.  This  recognition  should  be 
measured  using  generally  accepted  appraisal  and  evaluation  principles. 
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2.1.3  ISSUE:    SUPPLEMENTARY  ASSESSMENT  AND  TAXATION 


Background 


A  supplementary  assessment  applies  to  assessable  improvements  which  have  been 
completed  or  put  into  operation  during  the  calendar  year.  Its  purpose  is  to 
generate  property  tax  revenue  for  that  part  of  the  year  in  which  the  property 
is  in  use. 

Municipal  councils  have  the  option  to  enact  a  bylaw  authorizing  a  supplementary 
assessment.  Most  municipalities  in  the  province,  currently  do  not  apply  a 
supplementary  assessment. 

For  larger  industrial  properties,  there  can  be  substantial  savings  or  costs  to 
a  business,  depending  on  whether  or  not  a  municipality  has  enacted  a 
supplementary  assessment  bylaw. 

Note:    Refer' to  Section  4.2.2  of  the  Technical  Report  for  further  details. 


Task  Force  Position 


If  applying  supplementary  assessments,  municipal ities  must  include  the 
additional  taxes  in  their  annual  budget  revenue  estimates,  according  to  the 
Municipal  Taxation  Act  (Section  92(1)  and  Section  95(2) o 


Industry  Position 


Industry  recommends  that: 

0  Supplementary    assessment    and    taxation    should    be  required  province  wide  on 
buildings  and  structures,  but  not  on  industrial  machinery  and  equipment. 


Local  Authorities  Position 


0  Supplementary     assessment     on    property    should    be    consistent    across  the 
province. 
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2.1.4  ISSUE:    EQUALIZED  ASSESSMENT 


Background 


Equalized  assessment  is  a  process  used  to  apportion  some  shared  costs  and 
impacts  some  provincial  grant  programs  (e.g.  municipal  and  transportation 
grants).  The  main  application  of  equalized  assessment  is  for  the  School 
Foundation  Program  and  school  supplementary  requisitions. 

After  reviewing  the  equalization  process  and  the  purpose  of  equalization,  it  is 
fair  to  say  that  most,  if  not  all,  the  inequities  and  inconsistencies  were 
addressed  by  the  Study  Committee  on  Equalized  Assessment  during  1981  -  1983 
(refer  to  Appendix  VI  of  Technical  Report  for  summary  of  Study). 
Recommendations  resulting  from  the  Committee's  report  have  been  considered  by 
the  provincial  government  and  changes  have  been  made  over  the  past  two  to  three 
years. 

It  would  appear  that  any  resulting  inequities  in  the  equalization  derive  from 
the  live  assessment  done  in  each  municipality. 

The  accuracy  of  equalized  assessment  is  only  as  good  as  the  assessment  figures 
completed  by  each  municipality  and  submitted  to  the  Equalization  Board.  Not 
all  municipalities  tax  M&E,  however  M&E  assessment  is  used  in  determining  every 
municipality's  equalized  assessment. 

Concern  has  been  raised  with  the  inaccuracy  of  M&E  assessment  in  those 
municipalities  which  do  not  tax  M&E.  If  assessment  of  M&E  in  these 
municipalities  is  not  being  accurately  completed,  then  taxation  inequities  are 
produced  which  have  detrimental  spin-off  effects  throughout  the  Province. 

Note:       Refer    to    Section    4.1.1    of    the    Technical    Report  for  further 
detai Is. 


Task  Force  Position 


Computerize  the  assessment  base  in  Alberta  which  will  facilitate  annual 
updates  to  reflect  changes  in  market  values,  and  ensure  equity  between  areas. 

Clarify  and  simplify  the  Formula  (Ramsay)  for  prorating  electric  power  and 
pipeline,  and  ACT  linear  properties  between  school  and  hospital  districts  in 
rural  municipalities. 

Move  towards  annual  general  assessments  in  all  municipal ities  which  would 
eliminate  the  need  for  equalized  assessment  calculations. 


Industry  Position 

0  Develop  an  equitable  provincial  system  of  sharing  property  tax  revenue  from 
assessments  on  industrial,  electric  power  and  pipeline  installations, 
including  communications  and  cable  systems. 
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2.2       ISSUE:    MACHINERY  AND  EQUIPMENT  ASSESSMENT  AND  TAXATION 


Background 


Under  the  Municipal  Taxation  Act,  machinery  and  equipment  (M&E)  used  in 
manufacturing  and  processing  is  subject  to  assessment  and  may  be  taxed  by  the 
municipality.-  The  manner  in  which  M&E  is  assessed  in  Alberta  has  undergone  a 
number  of  reforms  over  the  years  which  has  altered  the  level  of  M&E  assessment 
relative  to  other  property.  These  reforms  have  resulted  in  significant  shifts 
in  the  level  of  M&E  taxes  paid  by  individual  companies,  and  in  tax  revenues 
collected  by  the  municipalities  in  which  these  plants  are  located. 

A  number  of  industry  representatives  have  objected  to  the  concept  of  an  M&E 
tax,  stating  that  it  places  a  greater  property  tax  burden  on  individual 
companies  with  a  high  proportion  of  assets  in  manufacturing  and  processing 
equipment.  Outside  of  Alberta,  Nova  Scotia  is  the  only  other  province  in 
Canada  that  assesses  and  taxes  M&E  used  for  the  purposes  of  manufacturing  or 
processing. 

Municipalities  in  Alberta  may  tax  all  or  a  portion  of  M&E  assessment,  or  fully 
exempt  M&E  from  taxation.  They  also  have  the  option  of  applying  either  a 
business  tax  or  M&E  tax  (but  not  both)  on  a  given  property.  In  most  urban 
municipalities,  M&E  tax  is  not  a  large  source  of  revenue.  In  fact,  some  of  the 
larger  urban  centers  (Calgary,  Edmonton,  Lethbridge,  Red  Deer,  and  St.  Alberta) 
have  fully  exempted  M&E  from  taxation.  The  City  of  Fort  Saskatchewan  and  the 
Town  of  Hinton  are  exceptions  where  M&E  tax  makes  up  a  large  component  of  the 
total  property  tax  revenue.  All  rural  municipalities  tax  M&E,  and  many  depend 
on  it  as  a  major  source  of  tax  revenue. 

In  1987,  the  total  municipal  and  school  taxes  collected  from  M&E  assessment  in 
Alberta  amounted  to  $124.2  million.  On  a  province-wide  basis,  the  M&E  tax 
represented  6.6%  of  the  total  property  tax  revenue  collected  by  Alberta 
municipalities.  In  the  rural  municipalities  where  most  capital  intensive 
manufacturing  and  processing  industries  are  located,  M&E  taxes  accounted  for  an 
average  of  22%  of  total  property  tax  revenue  in  1987.  A  breakdown  of  the  M&E 
tax  by  type  of  municipal  jurisdiction  is  presented  on  the  following  table. 

Note:  Refer    to    Sections    1.1    and  4. 1 .2  of  the  Technical  Report  for  further 
detai Is. 
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Machinery  and  Equipment  Tax 
as  a  Percentage  of  Total  Property  Taxes  -  Alberta,  1987 


M&E  Total  Property  M&E  as  a  Percentage 

Taxes  Tax  of  Total  Property  Taxes 

($^000)  ($^000) 

Cities                             24,532  1,256,150  2,0 

Towns                                2,636  169,991  1,6 

Villages                               91  26,616  0.3 

Counties                         44,430  242,364  18.3 

Municipal  Districts          19,052  100,872  18.9 

Improvement  Districts       32,824  86,807  37,8 

"Special  Areas"                   630  10,334  6,1 

TOTAL                              124,195  1,893,134  6,6 
Source:    Alberta  Municipal  Affairs 


Views  of  Task  Force  Representatives 


0  Regarding  machinery  and  equipment  (M&E)  assessment,  the  Task  Force  had 
extensive  discussions  to  try  to  attain  a  good  understanding  and  appreciation 
of  the  key  issues  from  the  perspective  of  both  the  Local  Authorities  and 
Industry. 

0  Industry  representatives  were  generally  critical  of  M&E  assessment  and 
taxation,  identifying  it  as  an  unfair  tax  (affects  only  manufacturing  and 
processing  industries)  that  adversely  affects  Alberta's  competitiveness  in 
domestic  and  international  markets.  Industry  also  noted  that  it  acts  as  a 
disincentive  for  locating  or  relocating  heavy  industry  in  the  areas 
designated  by  general  municipal  plans. 

0  Municipal  and  school  authorities  recognize  the  need  for  industry  to  locate, 
compete,  and  thrive  in  Alberta,  but  noted  they  cannot  afford  any  reduction  or 
instability  in  local  authorities'  revenue  base.  Furthermore,  any  tax  benefit 
provided  to  capital  intensive  industry  may  simply  shift  the  tax 
responsibility  to  other  taxpayers,  specifically,  residential,  farm, 
commercial,  and  other  non-manufacturing  enterprises. 


Industry  Position 


0  Phase-out  M&E  taxation  from  the  property  tax  base.  A  vast  majority  of  Local 
Authorities  have  demonstrated  sufficient  fiscal  capacity  without  an  M&E 
source. 
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Local  Authorities  Position 


0    Maintain    the    status    quo    for   M&E    assessment    and    taxation  at  this  time, 
pending  the  Premier's  Commission  recommended  in  Section  4.0  of  this  Report. 

0    It    is  recognized  that  other  provinces  may  assess  part  of  what  is  assessed  in 
Alberta  as  M&E,  as  building  and  structures. 
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2.3     ISSUE:    BUSINESS  TAX 


Background 


The  business  tax  is  used  primarily  by  urban  municipalities  in  Alberta  as  a 
source  of  tax  revenue.  The  tax  can  be  levied  against  any  activity  or 
undertaking  of  a  commercial  or  industrial  nature. 

A  business  tax  and  property  tax  on  machinery  and  equipment  can  be  both  levied 
in  a  municipality  but  not  on  the  same  premises.  Since  school  jurisdictions  do 
not  benefit  from  business  tax,  this  practice  means  a  municipal  policy  decision 
impacts  the  tax  base  of  a  school  jurisdiction. 

Note:  Refer    to    Section  1.2  and  4.1.2  of  the  Technical  Report  for  further 
detai Is. 

Task  Force  Position 


Amend  the  Municipal  Taxation  Act  to  assure  that  business  taxes  are  used 
to  support  supplementary  school  requi sitions  in  the  same  manner  as  other 
property  taxes. 


Industry  Position 


0  Phase-out  the  current  assessment  and  taxation  of  machinery  and  equipment  and 
replace  it  with  a  broad  based  tax  which  would  be  competitive  with  other 
provinces  in  Canada  as  well  as  world  competitors. 


Local  Authorities  Position 

0  Refer    to    the    recommendation  of  the    Premier's  Commission  Report  outlined  in 
Section  4.0  of  this  Report, 
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2.4     ISSUE:    SPLIT  MILL  RATES 


Background 


Split  mill  rates  are  used  by  some  municipalities  in  Alberta  as  a  means  of 
raising  additional  municipal  revenue  from  non-residential  property.  Many 
communities  have  used  split  mill  rates  in  recent  years  to  replace  their 
business  tax  which  is  generally  considered  more  difficult  to  administer.  Only 
a  few  of  the  rural  municipalities  currently  apply  a  split  mill  rate. 

With  the  exception  of  one  jurisdiction,  split  mill  rates  are  not  used  for  local 
school  tax  purposes  (school  supplementary  requisitions). 

One  of  the  major  criticisms  of  the  use  of  split  mill  rates  is  that  it 
undermines  the  principles  of  tax  equity  which  underlie  the  assessed  value 
placed  on  property.  Also,  a  higher  mill  rate  for  non-residential  property  adds 
to  the  tax  burden  on  properties  with  machinery  and  equipment  assessment. 

Note:  Refer     to    Section    4.1.5    of    the    Technical    Report    for  further 
details . 

Industry  Position 


0  Eliminate  the  use  of  split  mill  rates,  or  legislate  to  limit  split  mill  rates 
where  it"  is  clearly  justified  by  differentials  in  servicing  costs  for  a  class 
of  tax  payer  receiving  higher  or  lower  cost  of  services. 


Local  Authorities  Position 


0  Retain  the  flexibility  and  autonomy  afforded  by  the  split  mill  rate  option. 


I 
I 
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2.5      ISSUE:    PROVINCIAL  COMPARISON  OF  PROPERTY  AND  BUSINESS  TAXES 


Background 


As  part  of  the  evaluation  of  property  tax  levels,  a  provincial  survey  was 
conducted  to  obtain  information  on  assessment  practices,  and  to  determine  tax 
levels  for  industrial  properties  across  Canada.  Provinces  contacted  included 
British  Columbia,  Saskatchewan,  Manitoba,  Ontario,  Quebec,  and  Nova  Scotia. 

Two  types  of  industrial  properties  were  selected  for  the  survey  -  an  oil 
refinery  and  an  industrial  warehouse.  The  oil  refinery  represents  an  industry 
with  a  high  level  of  manufacturing  machinery  and  equipment  (M&E),  and  the 
industrial  warehouse  -  a  property  with  only  land  and  buildings  and  no  M&E. 

The  findings  of  the  survey  showed  that,  for  the  oil  refinery.  Alberta  had  the 
second  highest  level  of  property  taxes,  next  only  to  Nova  Scotia.  Alberta  and 
Nova  Scotia  are  the  only  provinces  in  Canada  to  assess  and  tax  machinery  and 
equipment  used  for  manufacturing  purposes.  Taxes  in  Ontario  and  Saskatchewan 
were  le$s  than  half  the  level  of  Alberta, 

For  the  warehouse  property,  the  results  were  mixed,  depending  on  whether  the 
property  was  located  in  rural  Alberta  or  a  larger  city  where  a  business  tax  is 
applied.  (Note:  most  rural  municipalities  in  Alberta  do  not  impose  a  business 
tax.)  The  taxes  paid  in  Saskatchewan  and  Ontario  were  more  than  double  the 
level  paid  in  rural  Alberta.  In  the  larger  cities  such  as  Edmonton  and 
Calgary,  a  business  tax  is  imposed,  which  significantly  increases  the  tax  level 
on  the  warehouse  property  in  Alberta. 

Further  study  was  undertaken  by  the  Working  Committee  to  examine  the  variance 
of  property  taxes  within  selected  provinces,  namely  Alberta,  British  Columbia, 
Ontario,  and  Quebec.  The  findings  of  this  analysis  is  presented  in  Appendix  II 
of  the  Technical  Report. 

Note:  Also    refer  to  Section  3.1  of  the  Technical  Report  for  further  details 
of  interprovincial  property  tax  comparisons. 


Industry  Position 

0  Alternatives  to  reduce  property  tax  levels  for  Alberta  manufacturing  industry 
must  be  developed  if  Alberta  products  are  to  be  competitive  in  Canadian  and 
world  markets. 

0  Current  practice  subsidizes  imports  to  Alberta  at  the  expense  of  job  creating 
manufacturing  industries. 


Local  Authorities  Observation 


0  It    is    recognized  that  other  provinces  may  assess  part  of  what  is  assessed  in 
Alberta  as  M&E,  as  building  and  structures. 
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2.6      ISSUE:    INTERPROVINCIAL  COMPARISON  OF  INDUSTRIAL  TAX  SYSTEMS 


Background 


In  order  to  compare  the  total  tax  load  on  industry  in  Alberta,  relative  to 
other  provinces,  the  Conference  Board  of  Canada  was  contracted  to  undertake  a 
detailed  analysis  of  the  provincial  tax  systems  in  Alberta,  British  Columbia, 
Ontario,  and  Quebec.  The  Conference  Board  was  selected  based  on  its  expertise 
and  research  in  national  and  international  tax  analysis. 

In  addition  to  local  property  and  business  taxes,  all  provincial  corporate 
taxes  were  examined,  including  capital  taxes,  corporate  income  taxes,  sales/ 
commodity  taxes,  and  payroll  taxes. 

Two  types  of  Alberta-based  industries  were  selected  for  the  tax  comparisons: 

0  a  petroleum  refinery  which  represents  a  relatively  capital  intensive 
industry;  and 

0  a  food  processing  plant  which  represents  a  smaller  scale  industry,  with  a 
relatively  lower  proportion  of  fixed  capital  investment  in  manufacturing  and 
processing  equipment. 

The  findings  of  the  study  showed  that  the  relative  competitiveness  of  Alberta's 
corporate  tax  system  depends  on  the  nature  of  the  industry.  In  the  case  of  the 
food  processing  plant.  Alberta's  tax  system  ranks  as  the  second  most 
competitive,  following  closely  behind  Ontario.  British  Columbia  was  ranked 
third  and  Quebec  fourth.  Ontario's  lead  in  the  interprovinci al  ranking  of  tax 
systems  originates  from  the  lowest  property  tax  estimate  among  the  provinces 
compared.  On  the  other  hand,  Quebec  imposes  the  highest  property  tax  which, 
coupled  with  substantial  capital  and  payroll  taxes,  makes  this  province's  tax 
system  the  least  competitive  for  the  food  processing  industry. 

In  the  case  of  the  petroleum  refinery.  Alberta's  tax  system  becomes  less 
competitive,  ranking  a  distant  third  behind  Quebec  and  Ontario.  The  reason  for 
this  change  in  ranking  is  the  significantly  higher  property  taxes  paid  in 
Alberta  compared  to  Ontario  and  Quebec.  Alberta  is  the  only  province  of  the 
four  to  include  manufacturing  machinery  and  equipment  in  the  local  property  tax 
base. 

Quebec's  lead  in  the  interprovincial  ranking  of  tax  systems  is  mainly  because 
of  its  low  corporate  tax  rate,  and  its  low  level  of  property  taxes  relative  to 
Alberta.  Ontario  is  more  competitive  than  Alberta  due  to  the  significantly 
lower  level  of  property  taxes.  The  lower  property  taxes  in  Ontario  and  Quebec 
more  than  offset  the  impact  of  other  provincial  taxes  in  these  provinces. 


Note:  Refer  to  Section  3.2  of  the  Technical  Report,  and  the  Conference  Board 
Study  for  further  details. 
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Industry  Position 

The  industrial  segment  of  the  Alberta  economy  needs  to  be  taxed  competitively 
and  equitably,  recognizing  that  manufacturing,  along  with  the  resource  based 
industries,  are  the  key  wealth  generators  and  have  major  spinoff  benefits  to 
the  rest  of  the  economy.  The  manufacturing  sector  must  grow  if  the  Alberta 
economy  is  to  become  more  diversified  and  less  subject  to  resource  and 
agricultural  cycles.  The  more  competitive  Alberta  industry  becomes,  the  faster 
the  rate  of  industrial  growth  and  diversification  in  the  Province.  Analysis  of 
the  data  from  the  Conference  Board  study  indicates  the  non-competitiveness  is 
caused  by  M&E  taxation. 


Local  Authorities  Position 

The  Conference  Board  Report  is  a  very  narrowly  based  comparison  of  tax 
competitiveness  among  provinces.  It  focuses  mainly  on  food  processing  and 
refining  industries  without  recognizing  the  importance  of  a  variety  of  small 
businesses  and  economic  sectors  which  contribute  to  the  tax  base  of  local 
authorities.  It    would    be    inappropriate    to    consider    restructuring  the 

assessment  and  taxation  system  on  the  basis  of  an  indication  that  an  industry 
group  may  be  financially  stressed. 

Furthermore,  the  report  does  not  say  that  tax  competitiveness  is  a  significant 
component  in  the  total  cost  of  operation  nor  in  the  overall  competitiveness  of 
a  specific  industry.  Experience  in  municipalities  has  indicated  in  both  the 
initial  location  of  industries,  and  in  closure  of  industries,  that  availability 
and  cost  of  raw  materials,  labour,  transportation,  and  markets  are  often  the 
key  economic  competitive  factors.  In  addition,  positive  quality  of  life, 
political  and  social  stability,  favourable  government  regulations,  government 
incentive  programs,  and  adequate  services  to  property  are  the  bonuses  that 
industry  identify  and  look  for  in  locating  their  operations. 

Alberta  industry  and  business  have  contributed  to  and  benefited  from  assessment 
and  tax  policies,  incentives  and  royalty  benefits.  Indeed,  municipalities  and 
the  Province  are  improved  by  the  demands  and  increased  expectations  created  by 
industries.  These  improvements  and  the  growth  become  part  of  the  shared  tax 
base  and  burdens  in  our  communities.  Municipal  and  provincial  leaders  know 
that  in  a  relatively  sparsely  populated  area  there  will  be  times  in  the  early 
development  of  industrial  diversification  when  the  tax  burden  cannot  be  shared 
proportionately  among  tax  classifications. 

The  complexity  of  the  equitable  sharing  costs  and  benefits  by  the  various  tax 
classifications  is  such  that  any  shifts  from  the  present  policies  and  practices 
will  require  a  comprehensive  study.  For  example,  what  is  the  tax 
competitiveness  of  our  tourist  industry,  small  retail  business,  service 
industry,  agri-business,  et  cetera.  The  local  authorities  are  convinced  that  a 
change  in  policy  or  practice  based  on  a  seeming  disparity  in  one  industry 
without  knowledge  of  the  subsequent  impact  on  other  sectors  and  without 
representation  or  input  from  those  on  other  sectors  would  be  a  disservice  to 
their  constituents.  It  is  on  this  basis  that  we  emphasize  the  need  for  a 
comprehensive  study  of  the  tax  structure  and  municipal  and  educational 
financing  in  Alberta,  namely,  a  Premier's  Commission  as  outlined  in  Section  4,0 
of  this  report. 


% 
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3.0     OTHER  RELATED  FINANCE  AND  TAXATION  ISSUES 


3.1      ISSUE:    SCHOOL  FOUNDATION  PROGRAM  FUND 


Background 


The  School  Foundation  Program  Fund  (SFPF)  was  initially  established  by  the 
Province  in  1961.  Today,  the  Province  obtains  funds  for  this  program  primarily 
from  general  revenue,  but  also  through  a  uniform  province-wide  levy  on 
non-residential     property.  The     SFPF    levy    is    collected    by    the  local 

municipalities  on  behalf  of  the  Province.  The  funds  are  then  distributed  by 
the  Province  among  the  school  jurisdictions  on  the  basis  of  their  pupil 
enrolment,  transportation  costs,  and  capital  expenditure. 

Originally,  the  SFPF  levy  was  also  assessed  on  residential  and  farm 
property, however,  these  properties  were  exempted  from  the  levy  with  the 
introduction  of  the  Alberta  Property  Tax  Reduction  Act  in  1974. 

In  the  1987/88  fiscal  year,  the  SFPF  levy  raised  an  estimated  $155.5  million 
from  industrial/commercial  and  other  non-residential  property.  Provincial 
contribution  to  the  fund  from  general  revenues  amounted  to  an  estimated  $902.7 
million,  giving  a  total  School  Foundation  Program  revenue  fund  of  $1,058.2 
million  for  1987/88. 

Note:  Refer  to  Section  4.1.3  of  the  Technical  Report  for  further  details. 


Task  Force  Position 


Both  industry  and  municipal  representatives  expressed  concern  about  the 
accuracy  of  the  assessment  used  to  apportion  the  SFP  requi sition  among  the 
municipalities.    Specifically,  concern  was  raised  with  the  inaccuracy  of 
M&E  assessment  in  those  municipal i ties  which  do  not  tax  M&E,    In  most 
circumstances,  the  assessor  does  not  extend  the  resources  to  devote  the  same 
attention  to  assessment  that  is  not  taxed  versus  taxable  assessment. 
Further,  there  is  seldom,  if  ever,  any  review  of  the  non- taxed  assessment 
through  appeals  to  the  Court  of  Revision  or  the  Assessment  Appeal  Board.  If 
assessment  of  M&E  in  these  municipalities  is  not  being  accurately 
completed,  then  inequities  are  produced  in  the  equalized  assessment  used  to 
apportion  the  SFP  requisition. 


Industry  Position 


0  The    SFPF    levy  on  industrial/commercial  property  be  removed  from  the  property 
tax  base  and  funded  through  provincial  general  revenues. 

0  The    position    of    industry    representatives  is  that  the  SFP  levy  is  an  unfair 
tax  for  two  reasons: 
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-  it  is  only  applied  against  non-residential  property  (residential  and 
agricultural  property  owners  exempt  from  the  levy)  which  places  a  higher 
burden  of  education  costs  on  business;  and 

-  the  tax  is  based  on  the  capital  assets  (property)  owned  by  business 
rather  than  on  business  income  or  profits.  This  results  in  the  capital 
intensive  manufacturing  industries  paying  a  disproportionate  share  of  the 
SFP  tax. 


Local  Authorities  Position 


0  While  there  is  some  support  for  the  recommendation  that  the  School 
Foundation  Program  Fund  Levy  on  industrial/commercial  property  be  removed 
from  the  property  tax  base  with  the  necessary  revenue  being  collected  from 
some  other  forms  of  taxation,  it  is  generally  thought  that  this  is 
tantamount  to  tinkering  with  one  element  of  a  rather  complicated  tax 
structure.  What  is  really  required,  is  a  complete  review  of  the  tax 
structure  in  Alberta  such  that  the  incidence  of  any  taxation  shift  is  known 
and  reliability  of  revenue  is  assured. 


♦ 
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3.2      ISSUE:    SCHOOL  SUPPLEMENTARY  REQUISITION 


Background 


School  Boards  in  Alberta  have  increasingly  relied  on  supplementary  requisitions 
(local  school  taxes)  as  a  means  of  raising  funds  to  meet  their  revenue 
requirements.  Supplementary  requisitions  accounted  for  33%  of  total  education 
funding  in  Alberta  in  1987  compared  to  just  over  10%  in  1971.  The  increasing 
dependence  on  the  use  of  the  supplementary  requisition,  combined  with  the  rapid 
growth  in  education  costs,  has  resulted  in  supplementary  requisitions  per  pupil 
increasing  by  some  800%  between  1974  and  1987  (Section  4.1.4  of  the  Technical 
Report) . 

With  the  rapidly  escalating  school  supplementary  requisition,  there  is  also 
growing  concern  regarding  the  equitable  fiscal  capacity  among  school 
jurisdictions.  As  jurisdictions  increasingly  rely  on  the  local  property  tax  to 
support  public  education,  some  jurisdictions  with  a  smaller  assessment  base  are 
disadvantaged  relative  to  the  more  populated  and  industrialized  jurisdictions. 

While  it  is  recognized  that  the  provincial  government  provides  equity  grants  to 
those  jurisdictions  which  are  fiscally  disadvantaged,  it  is  increasingly 
difficult  for  these  jurisdictions  to  provide  the  same  standard  of  education 
offered  in  the  larger  urban  and  industrialized  jurisdictions. 

Note:  Refer     to    Section    4.1.4    of    the    Technical    Report    for  further 
detai Is. 

Task  Force  Position 


Because  education  is  a  provincial  responsibility y  the  provincial  government 
with  its  broader  tax  base,  should  fully  fund  the  prescribed  program  of 
studies  deemed  to  be  both  necessary  and  sufficient  for  students  in  today's 
society.    Local  jurisdictions  should  be  responsible  for  funding  only  locally 
determined  educational  enhancements  (i.e.  a  true  supplementary  requisition) , 

It  is  recommended  that  a  Boundaries  Commission  be  establ i shed  to  review 

the  current  boundaries  for  educational  jurisdictions.    There  are  approximately 

150  operating  school  juri sdictions  with  another  thirty  non-operating 

juri  sdictions  in  the  Province  of  Alberta.    Many  of  these  juri  sdictions  are 

both  administratively,  fiscally,  and  educationally  inefficient.    As  school 

boards  are  required  to  rely  more  and  more  on  the  local  requi sition  to  support 

their  educational  costs,  the  disparity  between  those  juri  sdictions  with  a  high 

assessment  and  those  with  low  assessment  increases.    There  is  now  a  growing 

realization  that  if  we  are  to  achieve  a  semblance  of  fiscal  equity,  something 

must  be  done  about  structural  equity . 


Industry  Position 

0  Supplementary  requisitions  should  not  exceed  a  fixed  percentage  of  local 
education  costs,  as  determined  by  the  provincial  government.  The  remaining 
funding  requirements  should  be  provided  from  general  revenues  from  the 
provincial  government. 
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3.3      ISSUE:    MUNICIPAL  AND  SCHOOL  BOARD  RESERVES  AND  SURPLUS  FUNDS 


Background 


Based  on  1987  financial  statements,  Alberta  municipalities  in  total,  had 
accumulated  operating  surplus  funds  of  $323  million,  and  reserves  of  $799 
million.  By  comparison,  the  school  boards  in  1987  had  accumulated  surplus 
funds  of  $61  million,  and  reserves  of  $52  million.  The  surplus  funds  and 
reserves  are  not  necessarily  held  in  cash  but  may  be  invested  in  other 
financial  assets.  The  reserve  funds  may  be  dedicated  for  a  specific  purpose 
such  as  road  improvements,  equipment  replacement,  recreation  facilities, 
schools,  etc.,  or  they  may  be  uncommitted  funds  held  in  reserve  by  the 
municipality  for  undefined  general  capital  purposes. 

The  surplus  funds  are  realized  from  annual  revenues,  including  taxes,  collected 
in  excess  of  operating  expenditures.  They  arise  as  a  result  of  a  variance  from 
the  plan  or  budget.  It  should  be  noted  that  all  surplus  funds  and  reserves  are 
not  only  a  result  of  property  taxation,  but  also  other  funding  sources 
including  levies,  grants,  and  sel f -generated  funds  by  the  municipality.  Some 
of  the  reserves  were  created  as  a  result  of  a  provincial  per  capita  one  time 
debt  reduction  program  grant  in  1979. 

The  provincial  government  does  not  attempt  to  control  the  value  of  reserve 
accounts  or  regulate  the  size  of  capital  reserves  set  aside  by  municipalities. 
Municipalities  when  dealing  with  capital  projects  must  nevertheless  get 
approval  from  the  Local  Authorities  Board  to  borrow  money.  The  Local 
Authorities  Board  function  is  to  ensure  the  municipality  is  not  over  extended 
financially  and  to  ensure  that  there  is  statutory  authority  for  which  the 
debenture  is  intended. 

There  are  no  restrictions  on  the  size  or  use  of  school  jurisdiction  accumulated 
operating  reserves.  Any  money  that  a  school  jurisdiction  has  set  aside  in 
their  capital  reserve  fund  must  be  used  only  for  capital  expenditures.  The 
Minister  of  Education,  however,  may  grant  permission  to  a  school  board  to  use 
capital  reserves  for  a  purpose  other  than  that  for  which  it  was  acquired. 

Note:    Refer  to  section  4.4  of  the  Technical  Report  for  further  details. 


Task  Force  Position 


Adopt  a  provincial  policy  which  ensures  that  a  municipality/school  board 
does  not  establish  large  unallocated  reserves/surplus  funds. 
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3.4      ISSUE:    MUNICIPAL  AND  SCHOOL  CAPITAL  FINANCING  POLICY 


Background 


Municipalities  use  several  methods  of  financing  capital  acquisitions,  besides 
accessing  provincial  grants  and  long-term  borrowings.  Most  common  is 
contributions  from  the  current  year's  revenues,  being  the  tax  levy.  Many 
municipalities  have  set  aside  reserve  funds  over  a  period  of  time  in  order  to 
avoid  sharp  mill  rate  increases  or  additional  long-term  debt  when  new  capital 
purchases  are  required.  The  use  of  capital  reserves  is  certainly  a  common 
method  of  capital  financing.  A  number  of  municipalities  have  accumulated  funds 
from  off-site  levies  on  new  developments  or  redevelopments  to  assist  in 
financing  capital . 

The  Alberta  Municipal  Financing  Corporation  provides  funding  to  local 
authorities  through  long  term  debenture  borrowings  to  fund  capital 
acquisitions.  Municipalities  must  obtain  approval  from  the  Alberta  Local 
Authorities  Board  for  all  long-term  capital  borrowings.  The  Board  has 
established  "Debt  Guidelines"  which  municipalities  must  fall  within  in  order  to 
obtain  Board  approval. 

School  jurisdictions  rely  to  a  greater  extent  on  provincial  funding  for 
financing  capital  projects.  Most  provincial  assistance  is  provided  through 
annual  grants  to  support  the  cost  of  retiring  debt  resulting  from  school 
construction  projects.  This  provincial  funding  supports  an  average  of  75%  of 
school  boards'  debt  retirement  costs  for  school  construction.  School  boards 
which  have  unsupported  debt  retirement  costs  in  excess  of  3  mills  on  equalized 
assessment  are  required  to  provide  a  plan  to  the  Minister  of  Education  for 
reduction  on  the  level  of  indebtedness. 

There  are  no  provincial  guidelines  as  to  how  local  governments  should  finance 
capital  projects  from  the  perspective  of  "pay-as-you-go"  from  current  revenues, 
or  reserves  as  opposed  to  "pay-as-you-use"  which  involves  the  use  of  long-term 
debt. 

Note:  Refer  to  Section  4.5  of  Technical  Report  for  further  details. 


Industry  Position 


0  Institute    guidelines    to  ensure  repayment  of  capital  investment  over  the  life 
of  the  asset. 

0  Life    cycle    operating    costs  of  ongoing  capital  projects  need  to  be  evaluated 
in  advance  as  part  of  the  approval  process  for  government  grants. 
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Local  Authorities  Position 


0  Each  jurisdiction  must  have  the  flexibility  to  deal  with  capital  investments 
according  to  local  circumstances.  Capital  expenditures  for  municipal ities 
cannot  necessarily  be  compared  to  industry-related  investment  as  municipal 
capital  projects  generally  must  be  extended  over  many  years  of  utilization 
not  always  related  to  profit  generation. 


• 
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3.5      ISSUE:    MUNICIPAL  ACCOUNTING  PROCEDURES  AND  FINANCIAL  REPORTING 


Background 


Alberta  Municipal  Affairs  has  provided  a  system  of  accounts,  but  there  is  a 
wide  .  variation  in  financial  practices  without  standardized  measurements  of 
reserves.  Municipal  Affairs  does  not  review  the  accounts  to  determine  their 
content  as  to  actual  assets,  reserves,  or  surpluses.  These  reviews  are  left  to 
the  auditors  of  the  municipalities  (Section  68,  Municipal  Government  Act) . 
Similarly,  Alberta  Education  has  provided  a  system  of  accounts  for  school 
boards,  but  responsibility  for  control  of  the  accounts  is  left  with  the  school 
boards. 

Note:  Refer  to  Section  4.6  of  the  Technical  Report  for  further  details. 


Task  Force  Position 


Ensure  conformity  with  the  Alberta  Municipal  Accounting  Code  Structure  Manual 
and  the  guidelines  on  municipal  and  school  financial  statements. 

Adopt  a  system  of  financial  reporting  that  will  clearly  and  consistently 
review  all  reserves  and  allowance. 
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3.6      ISSUE:    EDUCATION  QUALITY/COSTS 


Background 


Since  1974,  school  board  expenditures  per  pupil  have  grown  faster  than  the  rate 
of  inflation  as  measured  by  the  Education  Price  Index  (EPI).  This  growth 
reflects  primarily  additional  local  expenditures  attributable  to  capital 
programs,  added  instructional  programs,  technology,  inflation,  lower  pupil- 
teacher  ratios,  increased  salaries,  enrolment  growth,  and  the  transfer  of  costs 
such  as  services  to  medically  fragile  students.  Growth  of  tax  resources  from 
large  commercial  and  industrial  assessment,  and  the  increase  in  the  number  of 
high-cost  small  school  districts,  have  also  contributed  to  increased 
expenditures. 

While  expenditures  have  increased,  the  quality  of  education  has  also  improved 
as  measured  by  decreased  pupil -teacher  ratios,  better  facilities  and  equipment, 
improved  retention  rates,  better  services  to  physically,  mentally  and 
educationally  disadvantaged  students,  more  graduates,  and  higher  percentages  of 
Alberta  residents  with  post-secondary  education  credentials. 

Nevertheless,  the  Task  Force  is  concerned  with  the  standards  and  expectations 
of  schools,  and  the  ability  of  graduates  of  Alberta  schools  to  compete  with 
graduates  of  the  schools  of  other  countries.  Furthermore,  there  is  concern 
about  the  degree  to  which  the  financial  support  provided  to  schools  ensures 
that  the  students  of  our  schools  are  able  to  have  equitable  access  to  programs 
and  achieve  the  standards  and  expectations  of  local  governments,  post-secondary 
institutions,  parents,  business  and  industry,  and  the  public.  The  Task  Force 
also  indicated  that  there  needs  to  be  a  process  which  allows  employers,  the 
public,  post-secondary  institutions,  and  other  users  to  have  input  into 
determining  the  mandate  for  schools,  the  standards  to  be  achieved  by  the 
graduates  of  our  educational  system,  the  degree  to  which  standards  have  been 
achieved,  and  the  relationship  between  the  level  of  financial  support  and  the 
results  achieved. 

Note:    Refer  to  Section  5.2  of  Technical  Report  for  further  details. 

Task  Force  Position 


Reduce  the  number  of  school  jurisdictions  which  contribute  to  inefficien- 
cies and  higher  administration  costs. 

Establish  a  permanent  forum  for  representatives  of  industry,  local 
governments,  parents,  post-secondary  institutions,  and  other  user  groups  to 
establish  the  standards  and  expectations  of  schools  and  to  determine  the 
degree  to  which  the  standards  and  expectations  are  being  met. 

The  Province  should  provide  a  level  of  financial  support  congruent  with  an 
established  mandate  of  schools  and  sufficient  to  ensure  the  international 
competitiveness  of  school  graduates. 

Every  student  in  Alberta  should  have  equitable  access  to  educational  services 
and  programs. 
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4.0     GENERAL  COMMENTS/RECOMMENDATIONS 


LOCAL  AUTHORITIES  RECOMMENDATION  TO  FORM  A  PREMIER'S  COMMISSION  ON  PROVINCIAL 
ASSESSMENT  AND  TAXATION 

This  Task  Force  was  initiated  as  the  Provincial  Government's  response  to 
several  industries'  concern  about  property  assessment  and  taxation  practices 
affecting  industry  competitiveness,  especially  the  issue  of  Machinery  and 
Equipment  taxation.  The  Task  Force,  as  finally  constituted  and  mandated, 
included  representation  and  input  from  the  Departments  of  Education,  Municipal 
Affairs  and  Economic  Development  &  Trade,  various  local  authorities 
associations,  and  industry.  All  parties  involved  in  the  design  of  the  mandate 
and  structure  of  the  Task  Force  were  sincerely  motivated;  but  as  they  engaged 
in  the  task,  more  issues  became  obvious. 

In  the  first  place,  all  appointees  were  in  a  representative  role  for  their 
groups  and  others  were  in  a  resource  role  for  their  government  department.  The 
representative  appointees  were  in  immediate  conflict.  The  Local  Authorities 
wish  to  acknowledge  the  cooperation  and  contributions  of  the  government 
department  representatives  of  the  Department  of  Municipal  Affairs,  the 
Department  of  Education,  and  the  Department  of  Economic  Development  &  Trade. 
Oversimplified,  but  clearly  characterized,  the  industrial  representatives'  goal 
is  to  reduce  or  eliminate  as  many  taxes  as  possible  while  the  local  authority 
representatives  are  bound  to  maintain  their  assessment  base. 

Secondly,  the  members  of  the  Task  Force  and  the  Working  Group  were  mainly 
voluntary  representatives  who  could  not  dedicate  the  time  for  more 
comprehensive  study.  Furthermore,  lack  of  financial  and  manpower  resources 
forced  the  Task  Force  to  undertake  very  narrowly  based  research.  Of  necessity, 
this  narrowness  eliminated  many  groups  of  business  and  industrial  taxpayers 
from  appropriate  consideration. 

In  addition  to  being  unfair  to  various  classifications  of  business  taxpayers, 
this  narrowly  based  study  became  the  basis  for  consideration  of  changes  to  the 
entire  taxation  and  assessment  system.  Fortunately,  the  Task  Force  was  able  to 
create  a  report  that  reflects  the  legitimate  concerns  of  the  Industrial 
representatives  and  identifies  several  recommendations  and  positions  that,  if 
adopted,  could  improve  some  assessment  and  taxation  policies  and  practices. 
However,  overall,  the  Task  Force  identified  more  problems  and  inconsistencies 
than  its  mandate  or  resources  had  contemplated. 

All  representatives  on  the  Task  Force  acknowledge  that  there  are  more  problems 
and  concerns  than  the  singular  issue  of  the  Machinery  and  Equipment  taxation 
which  originally  inspired  the  implementation  of  this  Task  Force.  The  issue  of 
assessment  and  taxation  cannot  be  addressed  without  considerations  of  municipal 
and  educational  responsibility.  Consistency  and  equity  cannot  be  addressed 
without  considering  local  autonomy  versus  provincial  control.  In  short,  the 
cause  and  effect  relationships  within  the  taxing,  financing  and  managing 
functions  of  local  and  provincial  governments  are  the  most  complex  issue  for 
officials,  politicians  and  taxpayers.  Change  or  reform  cannot  be  introduced 
casually  nor  in  a  piecemeal  fashion. 
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The  problems  are  becoming  more  obvious.  This  last  economic  recession  was  a 
forcible  reminder  that  while  government's  responsibilities  and  the  public's 
demand  for  services  continue  unabated,  revenue  and  willingness  to  pay  to 
support  these  responsibilities  are  dependent  on  the  health  of  the  economy.  It 
is  now  that  officials,  politicians  and  taxpayers  are  forced  to  address  the 
taxation  structure  in  our  province. 

Only  a  Premier's  Commission  with  the  resources  and  mandate  to  conduct 
comprehensive  hearings  including  representation  from  all  regions,  economic 
sectors,  local  authorities  and  the  general  public  can  form  the  basis  for  a 
fundamental  review  of  the  issues.  Only  a  Premier's  Commission  with  the 
resources  and  mandate  to  do  a  broadly  based  and  appropriately  representative 
study  of  the  tax  competitiveness  among  various  industries  and  businesses  is 
competent  in  recommending  fundamental  rather  than  cosmetic  or  piecemeal  changes 
to  the  taxation  structures.  Only  a  Premier's  Commission  with  members  selected 
for  their  specialized  skills  and  knowledge  rather  than  as  representatives  of 
vested  interest  groups  will  have  the  independence  and  freedom  to  deal  with  the 
complex  conflicts  among  the  various  stakeholders. 

The  observations  and  concerns  expressed  in  this  report  are  evidence  that 
tinkering  with  one  or  other  element  of  the  present  tax  structure  will  not 
suffice.  A  Premier's  Commission  with  a  comprehensive  mandate  to  review  and 
recommend  revision  of  this  structure  is  an  imperative. 


Industry  Position 


In  late  1986,  representatives  for  most  heavy  industry  groups  in  Alberta, 
including  oil  and  gas,  petrochemical,  forestry,  and  fertilizer  industries,  met 
with  the  Ministers  of  Education,  Municipal  Affairs,  and  Economic  Development  & 
Trade.  The  purpose  of  the  meeting  was  to  illustrate  industries'  concerns 
regarding  property  taxation,  to  request  three  immediate  actions  to  provide  some 
relief,  and  to  establish  a  joint  Industry-Government  Task  Force  to  recommend 
solutions  to  the  many  issues  raised. 

None  of  the  immediate  relief  was  granted.  The  request  for  a  Task  Force  was  met 
and  was  given  a  broader  mandate  by  the  three  sponsoring  departments. 

The  current  Industrial  Property  Taxation  Task  Force  study  has  been  prepared  by 
concerned  knowledgeable  representatives  from  the  major  stakeholders  affected. 
Extensive  research  has  produced  the  data  contained  in  the  Technical  Report  and 
the  accompanying  report  of  Findings  and  Resolutions  has  been  completed  and  is 
ready  for  presentation  to  the  Ministers.  At  the  request  of  some  of  the 
stakeholders,  the  original  mandate  of  the  Task  Force  was  expanded  to  cover  all 
forms  of  industrial  taxation  not  just  property  tax.  The  Technical  Report  (Vol. 
II)  reconfirms  industry's  original  study  that  the  Alberta  industrial  property 
taxation  system  is  not  competitive  for  M&E  intensive  industries.  There  are  no 
other  offsetting  tax  benefits  to  compensate  for  the  high  industrial  property 
taxation. 

The  Task  Force  has  agreed  on  many  consensus  recommendations  which  can  be  acted 
on  now  by  the  various  government  departments  which  have  jurisdiction. 


* 
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On  the  remaining  issues,  particularly  M&E  taxation  where  the  Task  Force 
understandably  could  not  reach  full  agreement,  industry  believes  that  the 
issues  have  been  well  delineated  with  respect  to  the  inhibiting  effects  on  the 
expansion  of  existing  industry  and  the  development  of  new  industry  in  Alberta. 
The  potential  large  impact  on  revenues  of  a  certain  few  municipalities  and 
school  districts  is  also  documented. 

Industry  understands  that  the  alternatives  will  have  varied  impacts  on 
different  stakeholders,  and  believes  the  decision  of  what  is  fair  and  equitable 
can  only  be  made  by  the  Provincial  Government. 

The  various  studies  in  the  Technical  Report  represent  the  most  extensive  review 
of  industrial  property  taxation  ever  carried  out  in  Alberta  More  detailed 
studies  on  the  effects  of  specific  alternative  taxes  to  M&E  taxation  may  be 
necessary,  but  these  are  well  within  the  purview  and  capabilities  of  the 
various  provincial  departments. 

The  choices  which  must  be  made  cannot  please  all  the  stakeholders,  but  it  is 
imperative  that  alternative  choices  be  made  which  will  better  serve  the  long 
term  interest  of  all  Albertans. 

In  summary,  from  the  data  and  the  positions  stated  in  the  Task  Force  report, 
the  Alberta  Government  is  now  in  a  position  to  take  action  and  implement 
alternatives  to  bring  equity  to  the  provincial  taxation  system.  A  Premier's 
Commission  to  further  study  the  issues  of  the  mandate  is  not  required. 
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APPENDIX  I 
TASK  FORCE  PRESS  RELEASE 


/dibcrra    news  release 


GOVERNMENT  OF  ALBERTA 


INDUSTRIAL  PROPERTY  TAXATION  TASK  FORCE  FORMED 

EDMONTON,  Alberta  April  30,  1987  —  The  formation  of  an  Industrial 
Property  Taxation  Task  Force  was  announced  today  by  Municipal  Affairs 
Minister  Neil  Crawford,  Economic  Development  and  Trade  Minister  Larry 
Shaben  and  the  Minister  of  Education,  Nancy  Betkowski. 

The  task  force  will  examine  property  taxation  of  industries  in  the 
province  that  have  a  high  level  of  manufacturing  and  processing  machinery 
and  equipment.  It  will  also  assess  the  impact  of  income  tax,  sales  tax 
and  payroll  tax  and  review  alternative  tax  approaches » 

The  task  force,  under  the  chairmanship  of  Clarence  Roth,  Deputy  Minister 
of  Economic  Development  and  Trade,  will  include  representatives  from 
government  departments,  the  Alberta  School  Trustees  Association,  the 
Alberta  Urban  Municipalities  Association,  the  Alberta  Association  of 
Municipal  Districts  and  Counties  and  the  Improvement  Districts 
Association  of  Alberta  and  from  affected  industry. 


more  - 


INDUSTRIAL  PROPERTY  TAXATION  TASK  FORCE  FORMED 


PAGE  2 


The  task  force  will  begin  work  immediately  to  assemble  a  comprehensive 
information  base  including  data  from  other  provinces  as  well  as  input 
from  task  force  members. 

The  task  force  will  present  their  report  to  the  Ministers  of  Economic 
Development  and  Trade,  Municipal  Affairs  and  Education. 
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Reference: 

Clarence  J,  Roth 
Deputy  Minister 

Alberta  Economic  Development  and  Trade 
Ph:  (403)  427-2083 


D'Arcy  Levesque 

Director  Communications 

Alberta  Economic  Development  and  Trade 

Ph:  (403)  427-0669 


APPENDIX  II 
TASK  FORCE  MANDATE  AND  TERMS  OF  REFERENCE 


INDUSTRIAL  PROPERTY  TAXATION  TASK  FORCE 


MANDATE:  By  Ministerial   direction,   a  tasK  force   has  been   established  to 
examine  the  tax  burden  of  industries  in  Alberta  relative  to  other 
jurisdictions. 

TERMS  py  REFERENCE 

1.  Identify  any  problems  and  factors  contributing  to  these  Droolems  relevant 
to  industrial  property  assessment  and  taxation. 

2.  Review   industry,   municipal    and   school    concerns   as   they  relate   to  the 
property  taxation  issues. 

3.  Review  Alberta  property  tax  history,  including  an  examination  of  equivalent 
levies  on  capital  assets  in  other  Provinces. 

4.  Review  the  other  tax  burdens  on  industries  in  Alberta,  relative  to  other 
Provinces.    This  examination  to  include  income,  sales  and  payroll  taxeSo 

5.  Review  alternative  solutions  to  identified  problems,  including  impacts,  and 
note  areas  of  agreement  and  disagreement. 

6.  Provide  a  written  report  to  Ministers. 
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(July  31.  1987) 


1  .    Total  Industrial  Tax  Burden 

-  Determine  to  what  degree  industrial  property  taxation  in  Alberta  is 
competitive  with  other  selected  provinces  by  calculating  taxes  across 
Canada  for  3  model  properties. 

-  Determine  the  total  tax  burden  including  "overhead  taxes"  (property, 
business,  sales,  capital  and  payroll  taxes)  and  federal /provincial 
corporate  income  taxes  based  on  a  normal  return  on  investment  for  these 
model  properties.  Compare  the  impact  on  total  tax  burden  of  varying 
degrees  of  profitability. 

-  Produce  the  calculation  above  comparing  "overhead  taxes"  to  profitability 
for  the  3  model  properties  assuming  no  assessment  of  M  *  E. 

-  Present  various  combinations  of  changes  which  would  provide  a  stable 
regimen  of  industrial  taxation  in  Alberta  and  make  it  competitive  with 
other  Provinces.  Assemble  arguments  for  and  against  each,  including 
impacts  on  taxation  revenues. 

-  Provide  list  of  factors  affecting  industry  competitiveness. 


2.    School  Foundation  Program 

-  Outline  the  operation  and  the  revenue  history  of  this  program  fund, 
including  the  rationale  of  the  fund  and  the  Property  Tax  Reduction  Ac  to 
Determine  what  proportion  of  total  Provincial  education  funding  this 
represents . 

-  Develop  arguments  for  and  against  this  type  of  tax.  Suggest  alternatives 
to  the  School  Foundation  Tax,  and  what  levels  of  tax  would  be  required  to 
generate  equivalent  revenues. 


3.    Municipal  Taxation  and  Finance 

-  Examine  levels  and  trends  in  property  taxation  in  Alberta  separating  them 
into  MAE,  other  non-residential,  residential  and  business  taxes. 
Determine  reasons  for  these  tax  changes  (e.g.  changes  in  assessment 
practices,  increased  mill  rates,  growth/expansion  of  assessment  base). 

-  Examine  the  pros  and  cons  of  using  typical  machinery  and  equipment 
assessment  and  taxation  versus  business  assessment  and  taxation. 
Determine  the  related  impacts  on  municipal  cost  sharing  (equalized 
assessment)  and  requisitions. 

-  Document  inequities  and  inconsistencies  of  equalized  assessment  process  in 
Alberta.  Develop  model  properties  to  demonstrate  existing  problems,  and 
suggest  alternative  solutions  to  these  problems. 
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-  Suggest  categories   for  breaking  down  total   municipal   costs  that  would 
provide  meaningful  comparisons  between  similar  Alberta  municipalities. 


4.  MAE  Assessment  &  Taxation 

-  Develop  a  discussion  paper  on  assessment  and  taxation  of  machinery  and 
equipment  including  a  comparison  with  other  jurisdictions.  Utilize 
available  studies  by  other  provincial  government  groups  and  published 
papers.  Include  a  summary  of  the  arguments  for  and  against  the  principle 
and  the  Impact  of  removal  of  M  A  E  assessment  on  various  taxing  bodies. 
This  impact  should  be  examined  In  terms  of  mill  rate  increases  on  the 
remaining  property  tax  base  In  various  municipalities,  i.e.:  indicate 
the  tax  changes  for  all  classes  of  assessable  property. 


5.  Split  Mill  Rate 

-  Set  out  the  operation  of  split  mill   rates  and  indicate  the  extent  to 
which  they  are  currently  being  used. 

-  Examine     what     effects     split     mill     rates     have     on     industry  and 
municipal  1  ties ,  and  suggest  alternative  solutions. 


6.  Assessment  Practices 

-  Identify  and  document  problems  with  existing  assessment  procedures  (e.g. 
inconsistencies,  non -uniformity),  particularly  relating  to  obsolescence. 
Review  approaches  used  In  other  provinces  (e.g.  B.C.  study  on 
obsolescence).    Suggest  alternative  methods, 

-  Note:  Issue    of   assessment   exemptions    for   self    provided    services  on 

industrial  properties  (e.g.  sewer  and  water)  Is  currently  being 
addressed  by  Municipal  Affairs.  For  this  reason,  the  Working  Group 
is  directed  not  to  do  any  further  work  In  this  area. 


7.  Reserves/Surpluses  (Municipalities  and  School  Boards) 

-  Examine  and  document  nature  of  reserves  and  surpluses  In  selected 
municipalities  and  school  boards;  why  reserves  have  been  developed  and 
the  Intended  purpose  of  the  reserves/surpluses. 

-  Examine  and  document  existing  accounting  practices,  suggests  alternative 
policy  guidelines,  and  determine  If  any  limits  should  be  placed  on 
reserves . 


8.    Municipal  and  School  Capital  Financing  Policy 

-Document     existing     capital      financing     program  guidelines/policies 
established  by  Education  and  Municipal  Affairs. 

-  Identify  any  problem  areas  and  recommend  alternative  solutions. 
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9.  Supplementary  School  Requisition 

-  Determine  the  rate  of  Increase  In  school  costs,  in  the  supplementary 
requisition  and  in  the  cost  per  pupil  between  jurisdictions  in  Alberta 
and  other  provinces. 

10.  Education  Qual ity /Costs 

-  Examine  factors  affecting  costs  in  Alberta  and  other  provinces  (e.g. 
number  of  districts,  pupil-teacher  ratios,  salaries,  cost  per  pupil, 
etc.). 

-  Note:  Alberta    Education    is    planning    to    release    a    White    Paper  on 

Financing  of  Education  sometime  in  the  fall  which  will  address 
issues  of  education  costs,  quality  of  education,  and  methods  of 
financing  education  costs  in  Alberta.  For  this  reason,  the 
Working  Group  is  directed  not  to  do  any  further  work  in  this  area 
other  than  outlined  above.  However,  depending  on  the  timing  of 
the  release  of  the  White  Paper,  this  document  may  be  reviewed  as 
part  of  the  Task  Force  study. 


1 1 .  Comparison  of  Service  Levels 

-  Examine  levels  and  trends  of  municipal  spending.  Compare  per  capita 
spending  between  jurisdictions  in  Alberta  and  to  relevant  jurisdictions 
in  other  provinces.  Determine  if  there  are  major  differences  in 
mandated  services  between  types  of  municipalities  or  between  similar 
municipalities  in  different  provinces  where  large  per  capita  spending 
differences  are  revealed. 

-  Determine  the  estimated  value  of  municipal  services  provided  to  industry 
in  selected  jurisdictions  in  Alberta  and  other  provinces. 


1 2.  Funding  from  Higher  Levels  of  Government 

-  Identify  and  assess  present  methods  of  funding  provided  to  local 
jurisdictions  (including  School  Boards)  by  higher  levels  of  government 
which  offset  property  taxation. 

-  Document  any  provincial  grants/tax  concessions  generally  available  to 
municipalities  or  industry  for  locating  in  a  province,  region  or 
municipality.  Examine  the  impact  of  grants/concessions  on  Industry, 
municipalities,  taxpayers. 
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LIST  OF  REFERENCE  REPORTS  AND  DOCUMENTS 


0  Report  on  Industrial  Property  Taxation  in  the  Province  of  Alberta,  prepared 
by  Alberta  Urban  Municipalities  Association,  Alberta  Association  of  Municipal 
Districts  and  Counties,  and  Improvement  Districts  Association  of  Alberta. 

0  A  Comparison  of  Property  Taxation  of  Heavy  Process  Industry  Across  Canada, 
Alberta  Government  Industrial  Tax  Review  Committee,  1983. 

0  Report  on  Industrial  Property  Taxation  in  the  Province  of  Alberta,  prepared 
by  Fort  Saskatchewan  Regional  Industrial  Association,  Canadian  Petroleum 
Association,  Canadian  Property  Tax  Agents  Association  Inc.,  October  27,  1986. 

0  Equity  in  Education  Financing,  Alberta  Education,  October  13,  1987. 

0  Instability  of  Machinery  and  Equipment  Assessment,  Machinery  and  Equipment 
Stakeholders  (Munici4)al ities  and  School  Boards),  March  1987. 

0  Industrial  Property  Tax  (IPT)  Report,  prepared  by  Alan  Womack  on  behalf  of 
the  Alberta  Machinery  and  Equipment  Stakeholders,  November  1988. 
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Goals  of  Schooling 

Schooling,  as  part  of  education,  accepts  primary  and  distinctive  responsibility 
for  specific  goals  basic  to  the  broader  goals  of  education.  Programs  and 
activities  shall  be  planned,  taught  and  evaluated  on  the  basis  of  these 
specific  goals  in  order  that  students: 

-  develop  competencies  in  reading,  writing,  speaking,  listening  and  viewing; 

-  acquire  basis  knowledge  and  develop  skills  and  attitudes  in  mathematics,  the 
practical  and  fine  arts,  the  sciences  and  the  social  studies  (including 
history  and  geography),  with  appropriate  local,  national  and  international 
emphasis  on  each; 

-  develop  the  learning  skills  of  finding,  organizing,  analysing  and  applying 
information  in  a  constructive  and  objective  manner; 

-  acquire  knowledge  and  develop  skills,  attitudes  and  habits  which  contribute 
to  physical,  mental  and  social  well-being; 

-  develop,  an  understanding  of  the  meaning,  responsibilities,  and  benefits  of 
active  citizenship  at  the  local,  national  and  international  levels;  and 

-  acquire  knowledge  and  develop  skills,  attitudes  and  habits  required  to 
respond  to  the  opportunities  and  expectations  of  the  world  of  work. 

Because  the  above  goals  are  highly  interrelated,  each  complementing  and 
reinforcing  the  others,  priority  ranking  among  them  is  not  suggested.  It  is 
recognized  that  in  sequencing  learning  activities  for  students,  some  goals  are 
emphasized  earlier  than  others;  however,  in  relation  to  the  total  years  of 
schooling,  they  are  of  equal  importance. 

In  working  toward  the  attainment  of  its  goals,  the  school  will  strive  for 
excellence.  However,  the  degree  of  individual  achievement  also  depends  on 
student  ability  and  motivation  as  well  as  support  from  the  home.  Completion  of 
diploma  requirements  is  expected  to  provide  the  graduate  with  basic  preparation 
for  lifelong  learning.  Dependent  on  program  choices,  the  diploma  also  enables 
job  entry  or  further  formal  study. 


Adopted  by  Order  of  the  Minister 
pursuant  to  25. Id  School  Act 
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